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COMMOiWEALTH OF KENTUCKY 

BEFORE THE UTILITY REGULATORY COMMISSION 

* * * *  
In t h e  Matter of: 

NOTICE OF ADJUSTMENT OF ) 
RATES 0 7  SCC DEVELDP- 1 
MENT COYPAKY d /b / a  FALLS 1 CASE NO. 7789 
TREATMEXT COMPANY TO BE- ) 
COME EFFEC'ITVE DATE OF ) 
ORDER 1 

O R D E R  

On March 2 7 ,  1980, SCC Development Company, d /b /a  F a l l s  

T r e a t m e n t  Company, t h e  A p p l i c a n t ,  f i l e d  w i t h  t h i s  Commission its 

p e t i t i o n  s e e k i n g  a u t h o r i t y  t o  a d j u s t  i t s  rates for p r o v i d i n g  sewage 

s e r v i c e s  t o  t h e  Falls S u b d i v i s i o n  area a n d  a d j a c e n t  p r o p e r t i e s  off  

Brownsboro Road i n  E a s t e r n  J e f f e r s o n  County  and  for sa id  rates t o  

become e f f e c t i v e  o n  t h e  date of t h i s  O r d e r .  The r e v e n u e s  t h a t  c o u l d  

be p r o d u c e d  by t h e  propose& rates exceeded test  y e a r  r e v e n u e s  by 

a p p r o x i m a t e l y  $31,831. 

The Commission i n  order t o  e s t a b l i s h  t h e  reasonableness of 

t h e  p r o p o s e d  rates set a p u b l i c  h e a r i n g  f o r  t h i s  matter o n  J u l y  10,  

1980, a t  9:00 a.m. All par t ies  of interest were n o t i f i e d  of t h e  

J u l y  10,  1980, h e a r i n g  w i t h  t h e  Consumer I n t e r v e n t i o n  D i v i s i o n  of 

t h e  A t t o r n e y  G e n e r a l ' s  O f f i c e  a n d  t h e  R e s i d e n t s  of t h e  C i t y  of 

Winding Fa l l s ,  by c o u n s e l  i n t e r v e n i n g  i n  t h i s  matter.  A t  t h e  h e a r i n g  

c e r t a i n  requests for  additional information were m a d e  by the intervenors. 

T h i s  i n f o r m a t i o n  has been  f i l e d ,  a n d  t h e  e n t i r e  mat te r  is now c o n s i d e r e d  

as f u l l y  s u b m i t t e d  f o r  f i n a l  d e t e r m i n a t i o n  by t h i s  Commission. 

Test P e r i o d  

For t h e  purpose of d e t e r m i n i n g  t h e  reasonableness of t h e  p r o p o s e d  

r a t e s ,  t h e  t w e l v e  month per iod e n d i n g  D e c e m b e r  31, 1979, has b e e n  

u t i l i z e d .  A d j u s t m e n t s ,  w h i c h  were found t o  be s i g n i f i c n n t  a n d  

reasonable, h a v e  been included t o  more a c c u r a t e l y  reflect current 

operat ing c o n d i t i o n s .  



Rate D e t e r m i n a t i o n  - G e n e r a l  D i s c u s s i o n  

The Commiss ion ,has  t r a d i t i o n a l l y  considered t h e  o r ig ina l  

cost  of u t i l i t y  p l a n t ,  t h e  n e t  i n v e s t m e n t ,  t h e  capital  s t r u c t u r e ,  

a n d  t h e  g o i n g  c o n c e r n  i n  t h e  d e t e r m i n a t i o n  of f a i r ,  j u s t  a n d  

r e a s o n a b l e  u t i l i t y  rates. The Commiss ion ' s  e x p e r i e n c e s  i n  t h e  

e s t a b l i s h m e n t  or ad jus tmen t  of rates for sewage u t i l i t i e s ,  however ,  

has i n d i c a t e d  tha t  these v a l u a t i o n  methods are n o t  a l w a y s  appro -  

pr ia te .  This h a s  r e s u l t e d  i n  e s t a b l i s h m e n t  of t h e  " O p e r a t i n g  R a t i o  

Methodl'(')by t h i s  Commission for t h e  d e t e r m i n a t i o n  of rates f o r  

sewage u t i l i t i e s .  I t  is recognized, however ,  t h a t  there are 

i n s t a n c e s  where  a r g u m e n t s  c a n  be made f o r  t h e  u t i l i z a t i o n  of m e t h o d s  

o ther  t h a n  t h e  O p e r a t i n g  R a t i o  Method. 

F i n d i n g s  I n  T h i s  Mattei? 

The Commission, after c o n s i d e r a t i o n  of a l l  t h e  e v i d e n c e  of 

record and being a d v i s e d ,  is of t h e  o p i n i o n  a n d  f i n d s :  

(1) T h a t  t h e  SCC Development Company, d/b/a Falls T r e a t m e n t  

Company h a s  a v a l i d  t h i r d  p a r t y  b e n e f i c i a r y  a g r e e m e n t .  

( 2 )  T h a t  t h e  e x i s t i n g  rates c h a r g e d  by t h e  SCC Development 

Company, d/b/a Falls T r e a t m e n t  Company p r o v i d e d  a n n u a l  r e v e n u e s  of 

a p p r o x i m a t e l y  $213,213 from a n  a v e r a g e  of 212 r e s i d e n t i a l  customers 

a n d  o n e  s c h o o l  r e c e i v i n g  s e w e r  service d u r i n g  t h e  test  y e a r  e n d i n g  

December 31, 1979. F u r t h e r  t h a t  t h e s e  rates r e s u l t e d  i n  a n e t  

o p e r a t i n g  de f i c i t  of $24,823 a n d  a t o t a l  n e t  d e f i c i t  of $69,553 

for  t h e  p e r i o d .  

(3) That  t h e  a d j u s t e d  o p e r a t i n g  e x p e n s e s  for t h e  test  year, 

i n c l u d i n g  d e p r e c i a t i o n ,  f o r  t h e  SCC Development Company, d/b/a Fa l l s  

T r e a t m e n t  Company are estimated t o  be $50,957. 

( 4 )  That  t h e  rates set f o r t h  i n  Appendix "A" attached h e r e t o ,  

are t h e  f a i r ,  just a n d  r e a s o n a b l e  rates t o  be charged fo r  s e w e r  s e r v i c e s  

r e n d e r e d  by t h e  SCC Development Company, d /b/a  Fa l l s  T r e a t m e n t  Company. 

F u r t h e r ,  t h a t  t h e s e  rates s h o u l d  p r o d u c e  gross a n n u a l  r e v e n u e s  of 

$57,906 from t h e  A p p l i c a n t &  213 c u s t o m e r s  of record w h i c h  w i l l  

provide for o p e r a t i n g  e x p e n s e s ,  i n c l u d i n g  d e p r e c i a t i o n ,  a n d  p r o v i d e  

a r e a s o n a b l e  s u r p l u s .  

(I) " O p e r a t i n g  Ratio" is d e f i n e d  as t h e  r a t io  of e x p e n s e s ,  I n c l u d i n g  
d e b r e c i a t i o n  a n d  taxes  t o  zross r e v e n u e s .  - - 

- . -  O e e r a t  i n g  E x p e n s e s  + D e p r e c i a t i o n  + Taxes 
O p e r a t i n g  R a t  io 3 Gross Revenues  
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e 
( 5 )  ThRt t h e  rates p r o p o s e d  by SCC Development C o m p a n y ,  

d/b/a F a l l s  T r e a t m e n t  Company and  set  o u t  i n  t h e  A p p l i c a t i o n  should 

be d e n i e d  i n  t b a t  they produce a n n u a l  revenues  in excess o f  t h a t  

found reasonable. 
I J  

e 
( 6 )  That the Commission, a f t e r  c o n s i d e r i n g  t h e  ac tua l  o p e r a t i n g  

r e s u l t s  and  prcposed adjus tments  s u b m i t t e d  by t h e  A p p l i c a n t  concludes 

t h a t  actual  test  y e a r  o p e r a t i o n s  and pro f o r m a  a d j u s t m e n t s  c a n  be 

summarized as shown i n  Appendix "B" a t t a c h e d  h e r e t o  and  made a p a r t  

hereof. 

h 

O r d e r s  I n  T h i s  Matter 

The Commjssion, on t h e  bas i s  of t h e  mat ters  h e r e i n b e f o r e  set  

f o r t h  and t h e  e v i d e n t i a r y  record i n  t h i s  case: 

HEREBY ORDERS t h a t  t h e  rates set  forth i n  Appendix "A"  

a t t a c h e d  h e r e t o  and made a p a r t  of are f i x e d  as t h e  f a i r ,  j u s t  

and reasonable rates of t h e  SCC Development  Company, d / b / a  Falls 

Treatment Compan:r t o  charge for service r e n d e r e d  on and a f t e r  t h e  

date of this O r d e r .  

IT IS FURTIER ORDERED t h a t  t h e  A p p l i c a n t  f i l e  w i t h  t h i s  

Commission, w i t h i n  t h i r t y  (30) days f rom t h e  d a t e  of t h i s  Order, 

its t a r i f f  s h e e t r  s e t t i n g  f o r t h  t h e  rates approved  h e r e i n ,  and  

all r u l e s  and r e g u l a t i o n s  of t h e  u t i l i t y .  

Done a t  F r a n k f o r t ,  Kentucky,  this, 26th day of September, 1980 

UTI LITY,)3EGULATORY COMM ISSAON 
n 

vice Chairman 

e 

ATTEST : 

Secret nry 



APPENDIX "A" 

A P P E N D I X  TC AN ORDER OF THE U T I L I T Y  REGULATORY 
COMMISSION I N  CASE NO. 7789 DATED SEPTEMBER 26, 1980 

The f o l l o w i n g  ra tes  are h e r e b y  p r e s c r i b e d  f o r  a l l  t h e  

c u s t o m e r s  s e r v e d  by the SCC Development Company d / b / a  F a l l s  

T r e a t m e n t  Company, i n  Jefferson C o u n t y ,  Ken tucky .  

Cus tomer  C a t e E z  Monthly R a t e  

S i n g l e - F a m i l y  R e s i d e n t i a l  $20.80 Per R e s i d e n c e  

Non-Resident i p . 1  It"' 20.80 Per Residen 
Ea-uivalent ( 

(1) The number of r e s i d e n t i a l  e q u i v a l e n t s  and/or  f r a c t i o n a l  pa r t s  
thereof s h a l l  be d e t e r m i n e d  by d i v i d i n g  t h e  c u s t o m e r s  a v e r a g e  
month ly  w a t e r  consumpt ion  i n  ga l lons  by 12,000 g a l l o n s .  The ._ 
minimum b i l l  f o r  t h i s  t y p e  s e rv i ce  s h a l l  be $ R R . R R .  

N o t e :  $RR.RR is t h e  same ra te  as p r e s c r i b e d  for a s i n g l e - f a m i l y  
r e s i d e n c e .  



APPENDIX "Brr 

APPENDIX TO AN ORDER OF THE UTILITY REGULAIY)RY 
COMMISSION I N  C A S E  NO. 7789 DATED SEPTEMBER 26, 1980 

I n  a c c o r d a n c e  w i t h  t h e  f i n d i n g  number 6. t h e  fo lhowing  tab- 

u l a t i o n  is t h e  Commiss ion ' s  summary of actual test  p e r i o d  o p e r a t i o n s  

and  a d j u s t m e n t s  for t h e  A p p l i c a n t ' s  Sewage T r e a t m e n t  f a c i l i t i e s  w i t h  

a c a p a c i t y  of 131,000 gpd s e r v i n g  213 customers.  

A c t u a l  (1) Pro forma 
E x p e n s e s  P r o  forma (2) Found 

( T e s t - Y e a r )  Requested R e  a s o n  able 

Revenues $ 26,215 $58,046 $ 57,906 

Expenses  

U t i l i t i e s  
Water 
E l e c t r i c i t y  

O p e r a t i o n  a n d  N a i n t e n a n c e  
O p e r a t i n g  Expense  
S l u d g e  Hau l ing  
Chemicals and S u p p l i e s  
R e p a i r s  a n d  M a i n t e n a n c e  

I n s u r a n c e  
Accoun t ing  Fee 
R a t e  C a s e  Expense  
E e a l t h  Dept. Expense  
Management Fee 
C o l l e c t i o n  Fee 
P r o p e r t y  Tax and L i c e n s e s  
D e p r e c i a t i o n  
A m o r t i z a t i o n  Expense  
Interest Expense  
Sales Tax 

T o t a l  E x p e n s e s  

$ 2,589 
8,665 

5,400 
-0- 
2,113 
3,576 
376 
250 - 0- 
700 

2,400 
774 

Fee  1,908 
21,713 
-0- 

44,730 
574 

$ 95,768 

$ 2,848 $ 2,848 
0 ,531  9 ,531 

6,000 
600 

2,324 
8,072 
376 

1,000 250(3) 

700 
2,400 
958 

1,208 
21,713 
-0- 

6,000 
600 

4,874 
376 
250 

1,000 
700 

2,400 
958 

2,324(4 1 

-0- -0- 
-0- -0- 

$57,980 $ 50,957 

N e t  Income ( 1 oss ) $(69,553 1 $ 66 $ 6,949 

(1) T e s t  y e a r  r e v e n u e s  a n d  e x p e n s e s  w e r e  t a k e n  from u t i l i t i e s  E x h i b i t  
No. 14, "Compara t ive  Income S ta t emen t"  f o r  t h e  twelve month 
period end ing  December 31, 1979. 

(2) Pro forma r e q u e s t e d  r e v e n u e s  and e x p e n s e s  were t a k e n  fTQm t h e  
A p p l i c a n t  I s  E x h i b i t  N o .  14, "Compara t ive  Income Statement". 

(3) R a t e  case e x p e n s e  of $3,000 w a s  amortized o v e r  a th ree  y e a r  
period. 

(4) A p p l i c a n t  b a s  i n c u r r e d  r e p a i r s  and  maintenance e x p e n s e s  of 
$10,479 since t h e  close of t h e  tes t  y e a r .  I t  is t h e  Commiss ion ' s  
o p i n i o n  t h a t  $5,180 of t h j s  e x p e n s e  has l a e t j n ~  b e n e f i t  t o  t h e  
Company and s h o u l d  be amortized over a t e n  year p e r i o d  a n d  t h a t  
$425 of t h e s e  e x p e n s e s  s h o u l d  be c o v e r e d  by an e x i s t i n g  maintenancc 
cont rac t  and should be disnllowcd. ( 10,478 - 5 ,180  - 425 4874) 

( 5 )  D e p r e c i a t i o n  e x p e n s e  w a s  a d j u s t e d  downward to a l l o w  for t h e  205 
of u t i l i t y  p l a n t  t h a t  App l i can t  t e s t i f i e d  w i l l  be r e c o v e r e d  
t h r o u g h  t h e  sale of l o t s .  D e p r e c i a t i o n  was c a l c u l a t e d  a t  3.88%. 

(6) A m o r t i z a t i o n  of $5,180 of r e p a i r s  (see f o o t n o t e  4 )  over a t e n  
y e a r  period. 


